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THE WHITE HOUSE 

. WASHINGTON 
06 Dec 78 

Hamilton Jordan 
Phil Wise 

THe attached was returned 
in the President's outbox 
today. It is forwarded to 
you for appropriate handling. 

Rick Hutcheson 
Tim Kraft 
Jerry Rafshoon 
Fran Voorde 
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fo' ProAs~rv~tlt'n Pa!!~t 

TO: 

FROM: 

THE WHITE HOUSE 
' \ 

WAS H 'I' N G T 0 N 

December 5 , 19 78 

The President 

Phil~ 

The Democratic Finance Council (300 plus spouses) 

will be in Washington the week of January 22. 

Chairman White and Chuck Manatt request 

a reception for them here at the White House on 

\"lednesday, January 24 . 

Kraft endorses. 

____ approve disapprove -----
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INFO ONLY: THE VIC~:, PRESIDENT HAMILTON JORDAN 

SUBJECT:. CONFIDENTIAL .MCINTYRE MEMO RE DEFENSE COMMITMENT TO A 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

December 1, 1978 

MEMORANBUM FOR: THE PRESIDENT 

FROM·: James T. Mcintyre, Jr. 9;. n" 

SUBJECT: Defense Commitment to a NATO AWACS Program 

We have just learned that Harold Brown intends to sign a Multilateral 
Memorandum of Understanding in Br!!Assels next Tuesday, committing the 
U.S. to an eighteen aircraft NATO (Shared) Airborne Warning and 
Control System {AWACS) program. He undoubtedly plans to dtscuss 
the rna tter wi'th you during Monday's meeting. 

While we believe that NATO AWACS supports your objectives to strengthen 
NATO forces and encourages NATO cooperative programs, there may be 
di ffi cul ty in obta·i ni'ng necessary congressi ana 1 support for the proposa 1 
because of the following considerations: · 

. Costs 

-- We are committing oursel'ves to a multi-year costly program. Total 
acqui'sition costs for 18 aircraft are estimated at $1.8 bi:Tlion 
in 1977 dollars and well over $2 billion in current dollars. 
Unit costs would inc·rease if pl.anned Iranian procurements do not 
materialize. 

-- We may be perceived as paying more than our fair share. The u~s. 
share is $770 million, or 42% of the total, and our fi!Anding of 
the prog,ram is heavily concentrated in the first years { 1979-81) 
where we pay abo !!At 60% of costs. The U.S. will not receive ar:~y 
credit for the 28 aircraft already purchased (primarily for use 
i:n NATO), while the U.K., on the other hand, which will pay only 
$20 million, is taking full credit for their. planned buy of 
Ni'mrod aircraft for NATO use . 

. Legislation 

The agreement requires authorization and appropriation by AprH 1 
of a $100 million 1979 supplemental. This could be part of the 
$2.1 billion Defense supplemental now under conside.ration.. Another 
$230 million would need to be included in the 1980 Defense program. 
In addition, the Arms Export Control Act of 1976 would need to ,be. 
amended. This Act now requires that foreign mHitary sales not 
be subsidized by Defense appropriations. The proposed agreement, 
however, would provide free program related s.ervices to ou:r Allies 
worth about $50 million. 

. .. ,.,-~ 
P'er; Rae ProJect 
ESON; NLC- 12~-f$- /7 ... 1-C. 
Df~DAlt f:,/z-S/7? 
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OMB Congressional liai~on ·advis·es that while FY 1979 Defense. 
sup,pl emental wilT 1 i kely be authorized, appropriati:on bi 11 
approval in. Congress will be much more diffict:.rlt. Defense may 
propose a special NATO AWACS supplemental to be given high 
priority by Congress., but there is a question as to whether 
the needed groundwork wHh Congresson this approach has.heen 
done. Required changes to the Arms Export Control Act will a:lso 
be difficult. In our judgment, there is little possibility that 
these threelegislative actions could be completed in 1979, much 
less by April L Congressman Addabbo, who is likely to be 
Chatrman :of the Defense Appropriations. Subcommittee, has 
expressed strong reservations both about requirements for AWACS 
and also about any DOD subsidies to foreign sales. Thus, a U.S. 
commitment at this time runs the ris'k of congressi,onal deferral 
or disapproval or may .require a large expenditu.re ·of political 
capital in order to secure. approval.·. 

REC0~1MENDAJ! ION 

We recommend that Frank Moore prov1de·a.quick assessment .of the prospects 
for enactment of the leg.islative pac:kage·. *We recognize, however, that 
since the Ge.rman Parliament,. afte.r extensive debate, has just given . 
funding approval to the AWACS prog:ram and si.nce Harold Brown has g1ven 
his strong personal support to the program, it woul'd be highly embarrassing 
not to have U.S. approval for next Tuesday's signi·ng. We have alerted NSC 
staff, and they should~ be asked for a foretgn pol iicy a·ssessment .of 
altern·ative u.s:. actions. 

*Congressional Liaison agrees, and will be 
prepared to do so. 
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CONFIDENTIAL 

ACTION 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

7261 Cf~NF i~t.N'fiAl 
THE WHITE HOUSE 

WASHINGTON 

December 2, 1978 

THE PRESIDENT 

ZBIGNIEW BRZEZINSKI% 

Defense Commitment to NATO AWACS 
Program (U) 

Harold Brown hopes to sign a multi-lateral Memorandum of 
Understanding in Brussels next week commiting the United 
States to contribute to a common NATO fund that will be 
used to buy a force of AWACS aircraft. OMB is concerned 
that we may be making too generous a contribution to the 
fund. They are also concerned that we may not be able to 
gain Congressional approval for the $100M in FY 79 Supple­
mental funds that would be required. Finally, they believe 
that the Memorandum of Understanding would require amendment 
of the Arms Export Control Act of 1976 to allow us to contribute 
about $50M in program-related services that are now called for 
in the memo. (C) 

While we may indeed have problems on the Hill, I think OMB 
is overemphasizing the possibility of such difficulties. The 
legislative~history on NATO AWACS is well established -­
Congress has already authorized and approved funds for the 
program -- and the program would be implemented consistent 
with the law one way or another. ( U) 

As you know, the Defense Department has been trying to pull 
together an arrangement for several years now, and a great 
deal of arm twisting, particularly of the Germans, was required. 
Thus, I believe that a refusal to authorize Harold's signing 
of this agreement would be very damaging to our NATO revitali­
zation efforts in general, and to Harold's credibility with our 
NATO Allies as well. (C) 

RECOMMENDATION 

That you authorize Harold to go ahead and sign the agreement. (U) 

CONFIDENTIAL 

. Declassify on 
:· : Dece.mher. 1 , 19 81 CONFIDENTIAL 
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SECREf 

EXECUTIVE OFFICE OF THE . PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

December s, 197'8 

t4EMORANDUM1 FOR: 

James T. Mcintyre, Jr. .:. -

THE PRESIDENT 

9 FROM: 

SUBJECT: Defense Budget 

I 

Subsequent to this morning's meeting Harold and I have talked about 
how we should proceed from here;. We agree that Defense shoulid pro vi de 
complete programs at the four total levels we discussed ($132, 134,/ 
135, and l38B). In addition, I would like to ask Harold to respond 
to the specific tssues we raised with you in the budget review (see 
attachment}. 

I think that it is important to put the Defense passback in context. 
The tone a~nd' outcome oif this morning '.s meeting on the Defense budget 
derive, l believe, from some major and long-standing~ differences 
between OMB and Defense.. These differences essentially represent 
be 1 i efs and procedl:lres embraced by DOD which a're :not present e 1 se­
where in the. Executive Branch. 

I am conce.rned that these continuing, differences· co~:.~ld complicate or 
even disrupt your final bud·get decisions in what we all know will be 
a particularly tough environment. In an effort to avoid thi.s, let 
me cite briefly what I believe to be the roots of the difficulty and 
suggest that, to the extent you ·share my .conclusions., you discuss 
these procedural issues with Ha,rold. In order to focus our final 
DOD budget session on the 18th, I have. suggested a •ipassback" from 
me to Harold which cites tentative issue decisions and a few altern ... 
ative levels,' and a.s:ks for Defense's reclama. Only i'n this way do . 
I believe we can avoid a repeat of th:is mornfng's tone of 110nly DOD 
knows what a proper program· looks like, so give us a level and we'll 
fill in the program." 

I be~ ieve the following four factors contr,i®ute most directly to the 
current situation: 

-- The Depa·rtment continues to issye planning guidance to the 
Services well in excess of your planniing levels. The system therefore· 
guarantees unreali.stically high expectations, and gives r.elatively less 
attention to good program design around more li'kely total levels. In 
short, the pain whi-ch Harold sees OMB inappropriately inflicting at 
the end of the process is in fact caused by the existing process'· 
avoidance of pain at the start. 

Electrostatic Copy Made 
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-- While other federal agencies (i-ncluding the Military Services} 
seem to be taking ZBB seriously, DOD .has to date done no detailed ranking 
other than in broad, multi-biil'lion dollar bands, (Last year, the Secreta:ry 
did create such a list, so it can be done). The area of our focus (below 
the HOD "basic •i) has thus far been treated only in the most macro sense, 
i.e., a $5B unranked i•pot" of_pr.ograms. Al:though 'l!lOD "i·s worki.ng on" 
these key rankings even now, these ZBB. products should have been a part 
of the year-l.ong. PPBS· syste_m. from th'i begi,nning. 

-- D0D argues that there is something ca 11 ed .a "coherent ba 1 ance "· of· 
programs at each budget leve·l, and that only the Department knows how to 
strike such a balance. At the extreme, this posture leads to an aifgument 
which says that, if we del~ete $'lOOM. from a $l35B program,, DOD (and 9dly 
DOD} must rebalance the entire budget. I believe Defense can prov1 e a 
ZBB ra-nking (as the· DCI, for example, has} for items near the relevant 
margin of debate so that you c~n make an informed judgment about,~ a· total 
in the context of the. program, · 

-- Fi~ally, of most conce~n to me is DOD's insistence that there are . 
a series of "program issues" which only they can judge; a-nd a series of 
non.; program items whi.ch it is appropri•ate for OMB to examine.. This· is 
in my view an extreme1y artificial -- and essentially unsupportable -­
distincti:on. The probh:!m derives in great .part, 1 believe, from DOD's 
self-imposed difficulty of ereating a "desfred program" costing more 
than available budget guidance in advance of the budget process, and 
then trying to protect that "program" from. any subsequent review or 
reduction. 

Harold's memo for tod'ay's meeti.n·g i'dentifies a large number of Mgh 
priority programs which 1he would reluctanUy drop at levels below $138B. 
The memo {and presentation) this morning gave onl·y passi'ng t-r.eatment, . 
however, to the large driving assumptions Harold has made regardingO&M, 
m.ilitary constr.uction, R&D and general procurement, which are the real 
areas of dtsagreement between DOD and OMB. By not focusing their presenta­
tion on these latter items {some $90 billion), DOD leaves you the impression 
that total budget reductions can come only by cutting important pieces of 
force structure -- XM-1 tanks, F-16 1s cruise missile carrier, etc, 
Obviously, I do not believe -thts is your only alternative, and OMB's 
."budget" would retain almost all of t.hese DOD 11 cu.ts, '' 

We in OMB have striven for two years to work out with DOD soluticms 
to our ·differenc.es on these points. :further, the essential ingredients 
for a detailed ranki:ng effort -- including even a well-desi.gned computer 
capability-- are i:n place in DOD, But, thus far Harold has opted against 
using this 11pproach. Therefore, I must reluctantly conclude that we are 
worse off now than before, Perhaps some direct discussion between you 



and Ha,rold would help. ln the meantime, I am concerned about the nature 
of ou,r Defense, appea 1 sess ton on the 18th. I believe that we mQst fo.cus 
the debate on both the levels and specific issues which we (you, I, Zbig, 
Frank and. others) feel. strongly about. To that end, 1 request your 

· approval to ad~ise ·Marold Brown of tl:le attached tentative decisions 
on the 1980 Defense budget. 
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WASHINGTON 
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